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TIPS FOR BUSY READERS
MARY F. HALL, CPA, Editor
“Practical Accounting and Auditing Problems,”
Edmund F. Ingalls, American Institute of Cer
tified Public Accountants, 1966, three volumes,
2,250 pages, $25.
The American Institute of Certified Public
Accountants has published this new, threevolume work to provide professional CPAs
and others interested in the development of
accounting with a wide range of discussion and
documentation of actual accounting and audit
ing problems submitted by members and an
swered by the Institute’s Technical Informa
tion Service.
The author, who is manager of the Tech
nical Information Service for the Institute,
has managed to put together in a valuable
reference format a most comprehensive array
of actual case situations and problems relating
to accounting, financial presentation, auditing
and audit reports. Based upon nearly 10,000
man-hours of research and consultation, the
work is case-oriented to down-to-earth tech
nical problems and offers specific opinions and
conclusions supported, wherever possible, by
reference to Institute literature and other au
thorative sources.
Volume I presents problems in the areas of
auditing procedures, the auditor’s report, fi
nancial statement presentation and disclosures,
and income determination. Volume II is gen
erally oriented to the corporate equity area
and deals with dividends and distributions,
surplus and deficit, capital stock transactions
and business combinations, separations and re
organizations. It also covers parent-subsidiary
relationships and consolidated statements, un
incorporated businesses and nonprofit organi
zations.
Volume III covers a tremendous scope of
material commencing with problems related
more or less to specific industries, i.e., con
tracts and construction contractors, finance
companies, savings and loan associations, and
banks; and then getting into more general
areas, i.e., Subchapter S corporations, account
ing practice management problems, uniform
accounting systems, an international chart of
accounts and background reference sources
on accounting research bulletins.
Of particular value to the user of this ref
erence works is the key word index which sys
tematically summarizes the subject matter in
synoptic form. This key word index is long, 105
pages, but effective in guiding the reader
quickly and easily to a situation that may hold

the clue to an answer he is seeking. For ex
ample, the following illustrate the form used:
PERCENTAGE DEPLETION:
for Clay deposits; internal accounting and
external reporting, 304
Timber harvested on sustained-yield bas
is; accounting for accretion and/or, 303
PERCENTAGE LEASES:
Audit of sales and report on rentals pay
able under, 7, 8
PERCENTAGE OF SALES:
Acceptability, as a basis for determin
ing CPA’s fee, 704
or Earnings, post-acquisition; as basis for
installment purchase of goodwill, 636, 637
This work of Mr. Ingalls is well organized
and presented and should be of continuing
value to the practicing accountant as he
searches for practical answers to his clients’
accounting and auditing problems because it
gives ready access to the experience of his con
temporaries in practice in all parts of the
country. I would recommend “Practical Ac
counting and Auditing Problems” as a must
in all serious accounting libraries.
M.F.H.
“Concepts of Management Accounting,”
Walter B. McFarland, National Association
of Accountants, New York, 1966, 166 pages,
$4.95.
The research director of the National As
sociation of Accountants directs his book pri
marily to accountants and others who need a
deeper understanding of certain concepts
underlying the development and presentation
of financial information and secondarily to man
agers who need a better understanding of the
accounting information they use in decision
making. His report is a result of a basic study
initiated by NAA’s Research Planning Com
mittee aimed at unifying research findings
from previous studies into orderly patterns.
The Committee’s hope was that results of
the study would be expressed in statements of
what constitutes good practice, i.e., practice
which yields information which is relevant,
valid, and consequently reliable for its in
tended uses.
Chapter 1 defines the field of management
accounting and describes certain guides to ef
fective management accounting practices with
emphasis upon the idea that “relevance to in
tended purpose is the fundamental test for
appraising accounting theories and techniques.”
Chapters 2 and 3 present the character
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istics of project profit planning and profit
planning by products and markets. Chapter
4 progresses to planning and measuring of
financial performance as tools for coordination
and control of business activity with budget
ing described as the principal technique in
this area.
Measuring Financial Performance for the
Enterprise as a Whole—Financial Condition
is treated in Chapter 5 with two categories of
assets distinguished for purposes of the study.
These are financial assets which are money
and rights to receive amounts certain in money
and nonfinancial assets which are described
as items possessing service potential for use
in earning future revenues.

Conceding at least four alternative con
cepts available for valuing nonfinancial assets,
the author describes circumstances under which
each might be relevant. He concludes, how
ever, that historical cost continues to measure
the amount of capital committed until this cap
ital is converted into liquid funds, and that
consistency between balance sheet and the
income statement calls for stating nonfinancial
assets at historical cost. Rather than using
the balance sheet stated at historical cost as
an all-purpose statement, he suggests use of
supplemental statements using valuation con
cepts relevant to a specific major purpose.
This allows usage of different valuations with
out distortion of current income or net worth
by those values irrelevant to them.

“Training Accounting Personnel for EDP
Systems,” John C. Burrill, National Associa
tion of Accountants Management Account
ing, September, 1966, Volume XLVIII, Num
ber 1.
One of the problems faced today by man
agement in many companies is the training
of accounting personnel for the EDP system.
Mr. Burrill, who is comptroller, Division of
Highways, Government Construction and
Transportation in the State of California, has
written an interesting article on the experiences
of the California Division of Highways with
EDP systems. Prior to 1961 the accounting
system was essentially a bookkeeping machine
operation. Because this system had become in
adequate, a highly sophisticated EDP cost ac
counting system was developed and in
stalled on July 1, 1961. Virtually no em
ployees were trained in the operation of the
system, operational instructions were incom
plete, and the system was not successful. Be
cause a new system was badly needed, a
search was begun for the cause of the failure
of the system installed in 1961. Four major
problems were identified:

1. Inadequate knowledge of and apprecia
tion for EDP on the part of most of the
supervisory and management employees.
2. Almost no knowledge of EDP on the
part of the nonsupervisory staff.
3. A loss of prestige because of the failure
of the 1961 system.
4. Accounting managers, supervisors and
employees had lacked the in-depth knowl
edge of the 1961 system which was so
necessary for its success.

The final and, to the reviewer, the most
significant chapter discusses Measuring Fi
nancial Performance for the Enterprise as a
Whole—Periodic Income. Conceding that ac
counting periods are arbitrary cut-offs, the
author approaches the problem by first as
signing revenues to the reporting period. He
rejects the accretion concept in favor of real
ization because accretion “recognizes revenues
which have no corresponding funds flow in
the current period and possibly none in any
future period.” Of importance is the author’s
recognition that use of the realization con
cept does not preclude forecasting of potential
future revenues but cautions against the dis
astrous consequences of management decision
based upon potentials that do not materialize.

Tentative plans called for installation of a
new system by July 1964. In order to give
the fiscal management personnel at least the
beginnings of the basic EDP knowledge,
training courses offered by IBM were used.
Mr. Burrill and his assistant also attended a
University of California course in data proc
essing. At the same time IBM was asked to
develop and present a two-day course to ac
quaint the employees with EDP. The course
was tried out in one district, but it did not
work because it was too detailed, too long,
too complex, and not directly related to the
work of the California Division of Highways.
One fault was that the emotional aspect of
the problems with EDP was overlooked and
attention was concentrated on the technical
aspects. Because of this failure, another pro
gram was devised which was successful. A
mong other changes, the new program elimi
nated all superfluous material not directly re-

This is a well reasoned book that appears
to be very practical in advising the use of
multi-valued results to fit the needs of the
varied users of financial reports in contrast
to the efforts of previous writers who have
attempted to define single valued truths with
the implied assumption that they are applica
ble to all purposes.
M.F.H.

(continued to page 14)
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COMMUNICATION—WHAT IS IT?

(continued from page 13)
to look for. Here are some reading methods
which may help to speed up your ability to
“get to the gist of the subject matter.”
1. Getting the main idea. Scan headings
and skim sentences for the main topics and
ideas.
2. Extracting important details. Read the
material by selecting facts or evidence that
are relevant to the main idea.
3. Getting answers to questions. Scan the
material for answers to a specific question and
ignore unrelated points.
4. Evaluating material. The concern here is
actually with the content of reports and cor
respondence of associates. This sort of reading
cannot be skimmed or scanned but must be
carefully studied and reviewed.
The message is a part of the communication
process and what to communicate is deter
mined to a great extent by needs of people
in management. There are downward and up
ward communications—lateral too. Downward
communications are those messages that come
from the top, from the decision-making level.
Loss in transmission from top management
down is as much as 80% and in some instances,
even 100%. Downward messages are those
depicting company policies and procedures,
management’s efforts to enlist cooperation of
employees and management’s efforts to im
prove employee attitude and morale. The em
ployee needs to know about work methods,
office rules, pay practices, employee benefits,
methods of evaluating work performance,
opportunities for advancement and certainly
some explanation of the meaning and relation
of the employee’s work to the total task of the
organization.
Upward messages are just as important to
management. This feedback is important for
the continuing success of the business. Man
agement wants to know how operations are
going, whether workers are meeting the daily
output schedule—for it is the worker on the
line who can make the company expand and
grow and so make more money. Management
wants to know if the company policies are
workable. Only the workers and lower level
supervisors can tell management whether pol
icies are sound. Management wants to know
the attitude of employees because it is the
happy, comfortable, enthusiastic employee
that helps the company advance.
Lateral messages are those between depart
ments or organizations on the same level. It is
important that these messages are communi
cated properly and understood. In some in
stances, interdepartment rivalry may color
what is being said and what is being heard.

Loss in communication can work havoc with
company operations and cause so much dis
sension that production falls well below normal.
The carrier is also a phase of the communi
cation process. The type of message and the
means of disseminating it depends on the
number of people involved and the time
available. Ideally, face-to-face conversation is
the best because the sender knows that the
intent of the message is understood. Staff meet
ings, planned conferences, are also quick means
of transmitting messages to a large number of
people at one time. The leader of the meeting
in such cases (sender in the communication
process) should be able to get some valuable
feedback from the type of questions asked
and should be able to determine whether the
message was clear, to the point, and “under
stood” by the receivers. Letters, reports, notices
for bulletin boards, posters, etc. must be pre
pared carefully so that the sender’s intent can
not be misunderstood.
Communication is a serious problem in the
business world. Keith Davis, author of books
on human relations, said “Communications is
as necessary to business today as the blood
stream is to people—just as people get arterio
sclerosis-hardening of the arteries—just so
does business get infosclerosis—hardening of the
communication channels—both impair efficien
cy.” People are not born with the ability to
communicate effectively. It is an art that must
be acquired. Accountants should be constant
ly aware of any shortcomings in the communi
cation process and compensate for them so
that they do not infect themselves or their
business with “infosclerosis.”
TIPS FOR BUSY READERS

(continued from page 12)
lated to the employees and therefore it could
be given in two half-day sessions. The trainees
were given sample problems and were coached
by the staff whenever it was necessary to in
sure successful completion.
The article concludes with a list of six les
sons the Division of Highways has learned
about the training of accounting personnel in
EDP. Basically these lessons are that it must
not be assumed that the basic knowledge is
there and that accounting personnel at all levels
must be involved. Attitudes, acceptance, and
other emotional considerations are at least as
important as the factual, rational knowledge
areas. Finally, a continuing program to up
date and refresh the EDP skills, knowledge,
and attitudes is necessary for success.

Mary E. Burnet, CPA
Rochester Institute of Technology
Rochester, New York
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